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OMAN: KEY ECONOMIC INDICATORS 
(All values in millions of US dollars except where noted) 


1980 1981 1982 % Change 
82/81 
Gross National Product(GNP 5174.5 6282.6 6492.8 + 3.3 
Gross Domestic Product(1) 5726.92 6950.4 7294.7 +4 
Crude Oil GDP (1) 3553.4 4224.1 4042.6 -4 
Non-0il GDP (1) 2118.7 2652.6 3172.0 19 
Crude 0il production(000 b/d) 282 328 336 2 
GDP by Sectors (% total GDP) 
Crude Oil 61 55.4 
Trade(wholesale,retail and hotels) 9 
Public Administration (incl. Defense ) 9 
Construction 5 
Agriculture & Fisheries 1 
Manufacturing 1.1 led 
Consumption 2774.7 3524.4 4108.1 
(As % of GDP) 48.9 51.3 56.9 
Investment 1346.5 1652-7 2056.7 
(As % of GDP) 23.7 24.0 28.5 
Government Finance 
Government revenues (2) 2780.5 3805.4 3451.3 
Government expenditures 2681.9 3405.5 3956.8 
Budget surplus or deficit (2) 15.4 256.4 -643.2 
External public debt 490.1 636.6 757.5 
External public debt service 239.3 155.7 128.5 
Debt service ratio 
(debt service to exports) 6.6 3.5 3.1 
Foreign Trade 
Crude oil exports (3) 3609.3 4426.6 4087.8 
U.S. share 3% 7.6% 7h 
Non-oil exports (including re-exports) 145 277.0 342.5 
Imports (recorded and 
estimated unrecorded) 2068.6 2726.9 3152.6 
Recorded imports from US 98.8 178.0 214.5 
US market share (2) 5.7 7.8 8.0 
Balance of trade 1684.9 1976.6 1277.7 
Services & private transfers -606.7 -794.0 -962.2 
Current account balance 1079.1 1182.6 315.5 
Official loans & transfers 105.9 290.3 108.2 
Overall balance 1227.6 1109.8 850.6 
Gross official reserves(3) 1248.6 2508.5 « 
Net foreign assets(3) 1318.6 2719.2 - 
Inflation 
Price index of food 
(1978 = 100 114.2 121.2 124.5 + 2.7 
Notes: Figures are not always consistent since they derive from differing 


sources, key: (1) At current prices; (2) excludes contributions to State 
General Reserve Fund; (3) includes State General Reserve Fund. 





SUMMARY 


In contrast to other oil producing economies, the drop in oil prices in 
1982 has not seriously dampened Oman's economy. It is true that Oman's 
ambitious Second Five Year Development Plan (1980-1985) based on 
projected oil prices exceeding $40 per barrel, has necessarily suffered 
some cutbacks as a result of the prevailing $29 a barrel price. Oman, 
however, in 1983 took steps to offset declining oil revenues by 
increasing borrowing (e.g. a $300 million Eurodollar loan), raising 
tarrifs from 2 to 4 percent, and cutting back on recurrent expenditures 
in government ministries. By far the most significant measure taken has 
been an increase in average daily oil production by some 50,000 barrels 
in 1983. In August, 1983, Oman passed the 390,000 barrel per day mark 
for the first time in its history. While the "boom" period in Oman is 
probably over, the outlook remains good for modest but steady growth 
through 1984. Should oil pricing remain stable, that optimistic forecast 
should remain valid for the next several years. 


In Oman's first decade of development, the 70's, which encompassed the 
country's First Five Year Plan, an almost entirely new infrastructure was 
built - new roads, airports, ports, communications, hospitals, and 
schools. The country is now more than half-way through the Second Five 
Year Plan (1981-1985). Many of the large projects of the plan have 
already been awarded. Light industrial projects for a sizeable 
industrial estate near the capital area have similarly recently received 
the green light. Growth rates in 1982 for the the non-oil sector 
continue to be impressive - 19.6 percent in 1982. Private building is 


expected to continue, especially as a result of increased funding by the 
Oman Housing Bank. 


Looking into the crystal ball, continued development work is foreseen, 
particularly in the social services sector - education, health and social 
welfare. Government emphasis may shift in the next Five Year Plan 
(1986-1990) to providing additional support to the private sector to 
promote light industrial projects designed to produce products to 
substitute for imports and importantly more support to farmers and 


fishermen who still account for the largest segment of the Omani 
population. 


Prospects for American investment and exports remain good in Oman 
notwithstanding various disincentives to trade--the high value of the 
dollar, costliness of transporting goods to Oman, anti-boycott 
restrictions, Foreign Corrupt Practices Act (FCPA), to name a few. The 
oil sector, where most American investment is presently tied up, is a 
vibrant industry in Oman. Products and services supporting the 
agriculture and fisheries sectors should also continue to do well. 
American technology should also be able to find a place in Oman. 
American companies have the inside track in projects sponsored by either 
the U.S. Corps of Engineers or the Omani/American Joint Commission for 
Economic and Technical Cooperation. 





PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


OVERVIEW: While Oman's historical roots are very old, the country has only 
recently become a modern state. Before the accession of Sultan Qaboos in 
1970, the Omani economy was based almost entirely on subsistence agriculture 
and fishing and lacked most infrastructural services. Throughout the 
1970's, spurred by the development of its principal resource, oil, Oman 
registered impressive growth rates; nominal GDP expansion averaged 23.3 
percent annually in the period 1977 to 191. This is not to overstate the 
case in Oman--it is a small economy with total GNP of only $6.5 billion in 
1982 and a small indigenous population estimated at under one million. 
Growth is heavily dependent upon world oil price fluctuations since oil 
accounts for more than 90 percent of revenues and averages 60 percent of GDP. 


In Oman, as in other developing countries, the key to economic growth is 
government spending. The Oman Government enjoys an excellent reputation 
for planning and close supervision of development outlays. Its first Five 
Year Development Plan (1975-1980) resulted in the placement of an almost 
entirely new infrastructure--roads, ports, electricity, communications, 
water resources, and so on. The current Five Year Plan (191-1985) with 
projected development expenditures forecast at $21.5 billion aims to improve 
on the gains of the first by spreading development to remote regions of the 
country and diversifying the economy from its almost total dependence on 
oil. In addition, emphasis continues to be applied to those areas 
affecting the welfare of the people such as health, education and social 
services. Much encouragement is also given to income-yielding projects 
through policies which enhance private sector participation. 


The Plan assumes a five percent annual oil price increase (in nominal terms) 
over the 1980 price level of nearly $40 per barrel. Given that the price 
has instead dropped to $29 a barrel some cutbacks have become necessary. 
Although the basic thrust of the Plan remains, certain undertakings have 
been scaled down or postponed. In order, however, to keep the Plan on 
track in 1983 the Government sought a $300 million commercial loan, 
continued to seek economic assistance from both Arab donors and Western 
countries, raised tariffs from 2 to 4 percent, and importantly increased oil 
production significantly. While other oil producing economies were facing 
serious budget cuts in 1983, Oman, although facing a sizeable deficit, has 


continued for the most part to proceed with expenditures called for in its 
Five Year Plan. 


Fecause of the downturn in oil prices in the international market, the Gross 
Domestic Product (GDP) in 1982 showed a much slower rate of growth (4.9 
percent) than in previous years (e.g. 22 percent in 1981). Nonetheless, 
non-oil GDP rose by 19.6 percent and government and private capital 
formation climbed 24.4 percent to a total of $2.1 billion, almost one third 
of the GDP. Under commodity product sectors, growth in fisheries 
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in 1982 increased by nearly {12 million representing about 34 percent 
growth; the manufacturing sector increased by $27 million, a 35 percent 
growth rate increase in 1982 over 1981. Under services sectors, insurance 
registered the highest growth at 116 percent followed by water at 28 
percent, trade at 27.5 percent, communications at 25.8 percent and housing 
at 22.2 percent. The growth in the non-oil sector confirms the 
Government ‘s success in its continuing effort to diversify the economy. 


RESOURCES 


OIL AND GAS: Petroleum remains the cornerstone of the overwhelmingly 
oil-based Omani economy. In 1982 crude oil accounted for 92 percent of 
export earnings ($4.4 billion) and 55 percent of the Gross Domestic 
Product. Oman is not a big producer by regional standards. Because, 
however, it is not a member of OPEC, it was able to raise production in 1983 
to offset much of the $34 to $29 dollar a barrel oil price decrease in 1982 
and early 198% Average daily production in 1982 recorded 336,000 bpd, a 
slight increase over 1981 averages of 328,000. However, by August, 1983, 
Oman had broken:the 390,000 bpd mark, and hopes to sustain that level of 
production through 1983. The country's average daily production by year's 
end consequently is expected to have increased some 15 percent over 1982 
levels. Oil production is expected to rise only slightly in the next 
several years to reach a target level of 450,000 bpd in the late 1980's. 

At current production rates, Oman ‘s reserves, conservatively estimated at 
2.9 billion barrels (1982 figures), should last for some 20 to 25 years. 
With secondary and enhanced oil recovery techniques, as well as potential 
oil finds, recoverable reserves may double over the next twenty years 
extending oil production well into the next century. Nonetheless, the 
costs of production are expected to steadily increase as more sophisticated 
recovery techniques become necessary. 


Oman attempts to market its oil on the basis of annual term agreements. 

Its principal customer is Japan, which purchased 359 percent of Omani crude 
in 1982. Other major customers are Singapore, The Netherlands, Taiwan and 
France. The United States lifted 8 million barrels in 1982, almost 7 
percent of total crude exports. Mobil Oil of the US has been lifting 
30,000 bpd for most of 1983. 


1983 has marked continued exploration and drilling activity by all 
concessionaires. The main producer, Petroleum Development Oman (PDO), 60 
percent owned by the Government, 34 percent Shell and the remainder made up 
of Compagnie Francaise des Petroles and Partex, keeps its 11 rigs constantly 
in operation within its 80,000 square kilometer concession area. Its main 
fields are in the north around Fahud, Lekhwair, Yibal and Natih. While 
production in the north is showing signs of declining, Marmul, a major field 
in the south, was brought on stream in 1980. Heavy crude from Marmul is 
mixed with lighter crude found in central Oman (Qarn Alam and another new 
field at Rima), making the Omani blend of 34+ API oil, roughly equivalent to 
the Arabian light marker crude. 





PDO has an extensive development program. Not only will it bring on stream 
a number of new fields in the next several years, but is giving its pipeline 
system a major upgrade. In 1983 it tendered for 429 kilometers of pipeline 
to replace the old line built in 1967. Once in place, Oman would have the 
flexibility to increase production to 650,000 bpd depending, however, on a 
major oil find. Other concessionaires, among them Elf Acquitaine, Japan 
Petroleum Oman, Japex, Gulf/Occidental and Amoco are all drilling. 

(British Petroleum in its southern concession has been given the go-ahead to 
begin drilling in early 1984.) Gulf/Occidental completed a well in its 
Northwest Suneiyah concession in August 1983, which is believed to be able 
to produce 1,650 bpd. 


Throughout 1983 there has been much talk of two major Gulf Cooperation 
Council (GCC) funded oil sector projects: a 200,000 bpd export refinery in 
the southern province of Dhofar and an oil pipeline from the United Arab 
Emirates and Saudi Arabia through Oman to the Indian Ocean or the Arabian 
Sea. While final decisions have yet to be made on these projects, given 
the current political climate and concern over Iran's threats to block the 
Strait of Hormuz, they may become a reality. 


In the past Oman exported all its crude and relied upon imported refined 
products for domestic consumption. In November, 1982 this changed with the 
opening of Oman's first refinery, a 50,000 bpd (intake capacity) topping 
plant designed to meet Qnan’s domestic requirements for gasoline, jet fuel, 
diesel, kerosene, and bunker fuel to the year 2000. The Government awarded 
the refinery management contract to Ashland 0il of the United States. 


The gas industry in Oman is small (accounting for less than one percent of 
the GDP), but growing. Priority is being given to more efficiently using 
Oman ‘s natural gas resources which until recently have been used only as a 
source of power for uplift operations. Natural gas reserves are fairly 
modest--about 7 trillion scf--of which 1.5 trillion scf is associated gas. 
This is considered too small for an LNG industry, and may not be sufficient 
to provide feedstock for downstream petrochemicals applications. 
Associated gas is processed at the Yibal NGL/LPG plant; the butane product 
is bottled and sold locally, while the tail gas is added to the 
non-associated production and is used for fuel purposes in power plants, 
industry. The Government has been successful in its efforts to reduce 
flaring. For instance it flared an average of 290 mmscfd per day in 1978 
and forecasts flaring only 90 mmscfd in 1983. 


At the moment various gas related projects are well underway in Oman, among 
them a gas treatment plant, gaslift compression facilities, and gas 


collection/injection project all due for completion by the end of 1983 or in 
1984. 


MINERALS: There are some indications of mineral wealth in Oman, although 
geological mapping has been confined mostly to the oil industry. Besides 
copper, cement and limestone, which are currently being exploited, Oman is 
thought to possess asbestos, ceramic clays, aggregates, gypsum, and chromium. 





1983 saw the opening of a $200 million copper mine and smelter at Sohar run 
by the government-owned Oman Mining Company (OMC ). Reserves of 11-12 
million metric tons of copper have been identified in the area. OMC sent 
abroad its first consignment of 500 tons of refined copper in October, 1983 
and hopes to reach full production levels of 20,000 tons per annum in 

1984. At that production rate, reserves should last only 12 years. 
Consequently the Government has tendered for a major survey within a fifty 
kilometer radius of Sohar to locate additional reserves. Two cement 
factories came on stream in 1983, Oman‘s first, the Oman Cement Company 
which has a production capacity of 624,000 metric tons of cement a year and 
the Raysut Cement Company with a 210,000 ton capacity. With both factories 
fully on stream, more than half of Oman ‘s domestic requirements for cement 
will be met. Quriyat, a town near the capital area, is expected to see the 
opening of a Salt refinery and a lime plant. 


AGRICULTURE: Although more than a half of the Omani population derives its 
livelihood from traditional agriculture, this sector accounted for only 1.2 
percent of the GDP in 1982. While given only limited attention in the 
past, the Oman Government is now actively pursuing agricultural 
development. In the present Five Year Plan, more than F130 million is 
earmarked for agricultural development. 


Arable land is limited in Oman: about 40,000 hectares are presently under 
cultivation, with perhaps an equal amount of uncultivated land suitable for 
farming. Harsh climate, poor soil, lack of water, and rural and urban 
migration are other constraints. Aware that these conditions make large 
agribusiness concerns unrealistic, the Government seeks to develop 
agriculture by assisting individual farmers through better farming 

methods. Twenty-nine agricultural centers are being built throughout the 
country and eleven of the existing centers are being extended. 

Agricultural research stations are also a high priority of the Oman 
Government; five more are being built to make a total of twelve. Emphasis 
is also being given to improving marketing of Omani agricultural produce 
through the Public Authority for Marketing of Agricultural Produce. An 
agricultural college in Nizwa boasts an enrollment of upwards of 150 
students. Of major significance in agricultural development is the Oman 
Bank for Agriculture and Fisheries established in 181 with an authorized 
capital of $55 million. In its first year of operation (1982) it provided 
low interest loans of $5.5 million to farmers and fishermen and a loan for 
the construction of an organic fertilizer plant. 


Lack of sufficient water resources has been the major hurdle to developing 
Oman ‘s agricultural potential. The Oman Government has allotted more than 
$100 million to improving existing traditional methods of irrigation and 
developing new resources. The Omani-American Joint Commission for Economic 
and Technical Cooperation recently awarded a contract for the construction 
of a water recharge dam to prevent run-off of water after rains long enough 
for it to soak into the soil and recharge the underground acquifer. 





Progress is being made in diversifying Oman's traditional crops of dates and 
limes, together with goat husbandry. There is now emphasis on alfalfa, 
Rhodes grass, garden vegetables, poultry, and dairy/beef cattle. The 
Government ‘s goal under the current Five Year Development Plan is to double 
domestic food production, and some progress is being made. The 
government-owned Oman Sun Farms, for example, now exports fresh milk and hay 
to the UAE, and has plans to add beef cattle to its existing dairy herd. 
Oman Sun Farms has also recently completed a feed mill in its Dhofar farm. 


FISHING: The fisheries sector is also now becoming a focus of attention for 
the Omani Government. Most fishing is done by 7-8,000 native fishermen who 
operate individually. Prospects for development are good. The waters off 
the 1700 kilometers of Oman ‘s coastline on the Indian Ocean are rich in 
demersal and pelagic fish Abalone are fairly abundant along the coast of 
Dhofar. Present annual fish catches are around 60,000 tons, a small 
fraction of the potential 300,000 ton yield believed possible. Exports in 
1982 reached only $10.7 million, up, however, considerably from fish export 
earnings only five years ago of slightly more than one million dollars. 


Fisheries research is a priority for the Ministry of Agriculture and 
Fisheries, which has been allotted $72.5 million in the current five year 
plan. A marine research center is expected to open in 1984 and a major 
research project to investigate fish stocks and breeding patterns has 
recently been awarded to a United States company by the Omani-American Joint 
Commission. The new Agriculture and Fisheries Bank continues a subsidy 
program for distributing outboard motors, boats, and nets to Omani 
fishermen. Government projects to aid fishermen include new packaging and 
cold storage facilities, distribution centers, marine workshops, and harbors 
and jetties. 


Commercial fishing is carried out by the Oman National Fisheries Company 
(ONFC) established in 191 to operate trawlers and a freezing plant in the 
capital area. The company's catch in 1982 was 5,000 tons. ONFC recently 
purchased a freeze trawler and expects to further expand its trawler fleet 
in the future. The Korean Overseas Fishing Company was granted a fishing 
concession in 1977 (recently extended to 1986) pursuant to which the 
Government takes 35 percent of the catch. 


INFRASTRUCTURE 


TRANSPORTATION: In 1970 Oman had only 10 kilometers of paved road. By 1982 
that figure had risen to 2,875 while the number of graded roads went up 
tenfold. Roadbuilding continues to be a priority in Oman. By 1985 the 
Government hopes to have a network of over 3700 kilometers of paved roads 
supplemented by almost 17,000 km of graded surface. At present, the major 
cities in Oman are all connected by road. The 260 kilometer 
Muscat-to-Dubai two to four-lane expansion is almost completed, as are two 
major capital area projects, flyovers in the heart of the capital area 
business district and an expressway cut through mountainous terrain from the 
residential section in Qurum to the capital. Plans are underway for a dual 





carriageway from Rusail, the industrial estate near the capital area, to 
Nizwa, the principal city in the interior of Oman. More flyovers for the 
capital area are also under consideration. 


Oman ‘s principal port, Mina Qaboos, with nine deep-water berths and a 
handling capacity of two million tons per year, may soon see further 
expansion. The $290 million port expansion would include a 1,000-meter 
breakwater, a 600-meter container berth, a 15-hectare container terminal, 
and a road linking these to the existing port. 


UTILITIES: In 1969 Oman had only one electric power station producing daily 
one megawatt of electricity for the Muscat and Muttrah areas. By 1982 Oman 
had an installed capacity of 456.5 megawatts, excluding Masirah, Musandam 
and generation utilized in powering the oilfields. The Ministry of 
Electricity and Water recently signed a contract with John Brown Engineering 
(UK) for $100 million to build a 250 megawatt powerstation in Rusail, in the 
capital area. Under the current five-year development plan, the Ministry 
will increase extensively electricity produced in rural areas. A $45 
million powerstation for Sohar and Buraimi is in the final award stage. 


TELECOMMUNICATIONS: The Government is investing $184 million--including a 
$21 million loan from the World Bank--in developing Oman ‘s 
telecommunications network during 1961-1985. Major improvements will be 
made in providing 44,000 new lines in the capital area; an upgrade of long 
distance facilities; a new telecommunications center; and an expansion of 
the trunk route. Consultancy work was done by Norway's Norconsult and the 
$90.8 million contract went to Siemens of West Germany. 


Two recent tenders call for a mobile telephone system for the capital area 
and installation of a telefax system. Oman is to become a member of 
ARABSAT. The earthstation and a satellite receiving station on Masirah 
Island have recently been retendered. 


INDUSTRY 


MANUFACTURING: Oman is committed to diversifying from its dependence upon 
its major resource, oil. From an almost insignificant manufacturing base 
in 1970, it has made impressive strides in the last several years. While 
industrial related GDP ($103 million in 1982) still accounts for well under 
two percent of total GDP, it nonetheless represents a 37 percent increase 
over 1981. Public and private investment in manufacturing in 1981 and 1982 
totalled $275 million and is expected to continue at similar rates. 
Government financial assistance is available on a wide variety of projects 
through soft loans administered by both the Ministry of Commerce and 
Industry and the Oman Development Bank. 


Oman ‘s largest industrial projects, the Government owned Oman Cement Company 
and the Raysut Cement Company (jointstock company 80 percent private and 20 
percent government-owned) came on stream in late 1983. Other plants 
dealing in the building materials sector include the manufacture of pipes 
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from asbestos, glass fibre, and plastic, silica lime bricks, concrete 
blocks, polystyrene, industrial explosives, building aggregates, terrazo 
tiles, paint and aluminium fixtures and fittings. 


To attract new industries the Government created an industrial estate in 
Fusail near the capital area and supplied roads, sewage, power, gas, and 
other necessary infrastructure. The Government also identified 19 
projects, among them a drilling mud plant, air conditioner assembly plant, 
plastics conversion plant, and a steel rolling mill. Licenses have been 
granted for all of the projects except the last for which submissions by 
various international companies are under consideration. 


Other local industries include the manufacture of furniture, domestic 
plastic goods, packaging, animal feed, fertilizer, detergents, leather goods 
and footwear, paper products, natural gas bottling and retreading of tires. 


As a further incentive to domestic industry, the Government can increase 
tariffs up to 25 percent on competitive imported goods. Certain export 
advantages are also available to other Gulf Cooperation Council (ccc) 
countries. 


CONSTRUCTION: From the foregoing brief description of development in Oman, 
it is evident that the construction industry has reaped great benefits in 
Oman. Government spending under the current Five Year Plan for the 
construction of new ministry buildings, schools, vocational training 
facilities, clinics, and housing projects provides plenty of wonhk At the 
higher end of the market international firms are engaged in a wide variety 
of major construction work, e.g. the Sultan Qaboos University project ($403 
million--Cementation International of UK), Al-Bustan Conference Center ($226 
million--Joannou & Paraskevaides of Cyprus), Ghubrah District Hospital ($231 
million--George Wimpey of UK), a tank training center ($101 million--Costain 
of UK) and the Baushar Sports Stadium ($87 million--Taylor Woodrow of UK). 


Private sector construction, although much smaller in scale, also keeps 
small contractors busy, primarily with buildings in the capital area and 
private housing. The Oman Housing Bank in 1983 received a major capital 


injection permitting it to once more provide low interest loans for private 
housing. 


While the future holds some major projects in store, e.g. expansion of 
deepwater port facilities; a major water. recharge dam at Wadi Daiqah; a 
possible GCC-funded pipeline project; and major sewage schemes, it is 
doubtful that the next five year plan (198-1990) will hold the same amount 
of work for contractors as the previous two plans. Most of the major 
infrastructural projects are already completed or are underway. 


LABOR: Oman ‘'s rapid development has only been made possible by the 
importation of large numbers of expatriate workers. Expatriate workers are 
estimated at between 250 to 300,000, representing 40 percent of the public 
sector and 80 percent of the private sector workforce. Growth rates for 
expatriates have been high. There was an increase of about 25 percent of 
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expatriate labor in both sectors in 1982. To put these figures in 
perspective, out of a total Omani workforce of about 200,000, perhaps 
100,000 are still enaged in traditional agriculture and fishing. The 
remainder is concentrated in the public sector, including the military, and 
in commercial trade. Most of the expatriate workforce is made up of 
Subcontinental Asians. Several thousand British are also engaged in the 
Government as advisers and in the private sector. 


Because the current development plan aims at accelerating economic growth, 
expanding infrastructure, public services, and balanced regional 
development, it is inevitable that the Omani economy will be dependent for a 
long time on expatriate manpower. Nonetheless, replacement of non-Omanis 
in both the public and private sectors is amongst the Government's top 
priorities. By 1982 there were 473 schools (from 3 in 1970) with 
enrollment of 143,000 students. The Sultan Qaboos University is scheduled 
to open its doors in 1986 with several faculties--education, engineering, 
science, agriculture and medicine. The Government is also pressing forward 
vocational training for Omanis in large centers throughout the country. 

New labor laws will ensure Omanization in many industries in the future. 


FINANCE AND TRADE 


GOVERNMENT FINANCE: The Omani Government exercises strict centralized 
control over expenditures. Because of the escalated price of oil in 
1979-80 brought on by the Iran/Iraq war, Oman was able to repay most of its 
debt and enjoy considerable budget surpluses. In 1980 it created a State 
General Reserve Fund (SGRF) (to backstop the economy when oil runs out), 
into which the net of 15 percent of oil revenues are deposited. Year end 
budget surpluses are also deposited in the SGRF. In fact, the 1982 deficit 
was almost entirely funded by deposits from the SGRF of previous year's 
surpluses. The actual budget deficit figure for 1982 is not certain (there 
are differing figures available), but according to Omani Government sources 
it was predictable, (notwithstanding the decline in oil prices) as is the 
present year's deficit. It is only reasonable for expenditures to “bunch 
up" after the first couple of years of the five year plan when most project 
expenditures mount. Next year may also show a deficit for similar 

reasons. The several subsequent years should be characterized by 
underspending if the above hypothesis can be relied upon, and barring 
external political conditions which could affect the economy as a whole and 
further assuming that the Government sticks to planned expenditures. 


The forecasted deficit of $850 million in CY/FY 1983 did not create panic 
cutting of budgeted expenditures across the board as it did in many other 
Gulf countries. Oman did, of course, seek a $300 million syndicated loan 
early in the year and has steadily drawn against it. (Whether it will draw 
against the entire amount remains to be seen.) Toward the end of 1983 
there has been some speculation that the $300 million loan may not have been 
necessary. Some within the Government may have wanted to merely carry the 
deficit over, assuming, and probably rightly, that by year's end the deficit 
would be much more manageable as a result of other steps taken throughout 
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the year--taking a spate of Arab aid loans; increasing revenues associated 
with a two to four percent increase in duties on imports (§100 million); 
savings from ministries as a result of implementation of cost-cutting 
measures early in the year; and, of course, roughly 20,000 extra barrels of 
oil (above the target of 365,000 bpd) produced daily through 1983 ($150 
million, assuming $6 per barrel production costs). It should not be 
forgotten that the Omani Government has been able to stretch its finances in 
1983 further due to a variety of credits/guarantees, primarily from the UK 's 
Export Credit Guarantee Department. ECGD credits are financing the Sultan 
Qaboos University Project, the Ghubrah (550 bed) hospital, a sports stadium 
and others. French Government financing will provide credit assistance for 
up to 75 percent of a private sector hotel in the capital area. It is also 
thought that the steel mill project valued at between $75 and $100 million 
will turn on the issue of foreign financing. 


Oman ‘s 1983 budget shows expenditures for 1983 at $4.7 billion with revenues 
of $3.8 billion (not counting contributions to the SGRF). Expenditures in 
1983 represent an 11 percent increase over 1982 levels, accounted for by 
increases in development outlays of £163 million (1982 figure: $887 million; 
1983: $1 ,050 million). The government's share of expenditures for 
financing Petroleum Development Oman (60 percent owned by the government and 
the country’s major oil producer) is up more than $100 million in 1983. 
Allocations for defense and security set at {1.8 billion account for an 
impressive 37 percent or total outlays. 


FOREIGN TRADE: Eecause of reduced oil revenues, increased imports and 
remittances, Oman ‘s traditionally large balance of payments surplus (for the 
last several years it has been roughly one billion dollars) is expected to 
drop significantly in 1983, remaining, however, in surplus by some one or 
two hundred million dollars. 


In 1982 Oman continued to rely on imports for virtually all products used in 
the modern economy. That statement will have to be qualified somewhat in 
1983 and subsequent years because not only the new refinery came on stream 
in November, 1982, but also cement will be available locally with both the 
Oman Cement Company and the Raysut Cement Company opening their doors. In 
1982 total value of imports reached almost $2.7 billion, an increase of $400 
million (a 17 percent hike over the previous year's totals). The primary 
SITC import category is Machinery ami Transport Equipment, which accounted 
for 42 percent of recorded imports in 1982 ($1.3 billion). Other major 
categories include Manufactured Goods and Articles, Food and Live Animals, 
and Mineral Fuels and Lubricants. 


Although Japan ‘s market share in 1982 dropped two percentage points from 
1%1 it remains Oman's top importer with 20 percent. Following Japan is the 
UK with 14 percent, the UAE at just under 14 percent (this figure is mis- 
leading because most UAE exports are reexports). In fourth place the Federal 
Republic of Germany edged out the United States by a fraction of a percen- 
tage point. Its share of the market almost doubled, from 4.3 to 8.4 
percent, accounted for by equipment imports for Oman ‘'s telephone upgrade 
awarded to FRG‘s Siemens. £ exports to Oman came in fifth with 
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almost 8 percent of the market share, a slight increase over 1981. US 
exports reached $214.5 million, an increase of 20 percent or $36.5 million, 
according to Omani Government figures. Note that these figures are 


undoubtedly lower than actual imports. Many of the UAE reexports to Oman 
are believed to be US-origin products. 


Of Omani exports, three categories can be identified: oil exports, 
re-exports, and non-oil exports of Omani origin. In 1982 oil exports 
accounted for 92.3 percent of total exports, a drop due to increases in 
re-exports. Non-oil exports of Omani origin, although extremely small, 


have shown an increasing trend .36 percent in 1980, .40 percent in 1981 and 
-51 percent of total exports in 1982. 


The bulk of Oman's oil is exported to Asia, especially to Japan and 
Singapore, which accounted for more than 60 percent of the 119 million 
barrels exported by Oman in 1982. The second most important destination is 
Western Europe, which took 17.4 percent in 1982. The United States lifted 
8 million barrels of Omani crude in 1982, almost seven percent of total 
crude exports, bringing the United States’ trade deficit with Oman to some 
$72 million, using Omani government figures. 


PART B: IMPLICATIONS FOR THE UNITED STATES 


Anticipated growth in the Omani economy over the next few years will 
continue to present promising opportunities for U.S. business. And as 
U.S.-Omani political relations continue to develop it is only natural that 
commercial ties will be strengthened. Omani businessmen have a good 
appreciation of the quality of American products and the value of American 
expertise. The Embassy has been pleased to see a growing number of 


American businessmen coming to Oman to personally pursue commercial 
opportunities. 


Yet it is important to recognize that American companies face certain 
drawbacks in the highly competitive Omani market. The entrenched position 
of the British coupled with rapid inroads by the Japanese and others make 
market penetration difficult in many areas. The appreciation of the U.S. 
dollar against other currencies during 1982 and 1983 has made American 
products less price competitive. Also, the Omani Government, finding 
itself unable to fully finance a number of large projects put out to 
international tender, is relying more and more on external financing 
packages put together by the bidders. This often puts American firms at a 
disadvantage against European and Japanese firms who benefit from direct 
government assistance. It is true, though, that EXIMBANK is prepared to 


consider seriously credit and guarantee financing packages for exports or 
projects in Oman. 


Among other handicaps that hinder American business in Oman: 


Omani businessmen often complain that U.S. firms are not responsive to 
inquiries and orders. 
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The modest size of the Omani market sometimes deters American 
companies accustomed to doing business in the larger economies 
of Saudi Arabia, Kuwait, the UAE, etc. 


Problems occasionally arise under U.S. anti-boycott legislation 
or the Foreign Corrupt Practices Act. 


However, American firms willing to make the necessary commitment are 
likely to find Oman to be a profitable market. 


EXPORTS: As noted above, the United States traditionally ranks 
third among exporters to Oman, behind Japan and the UK. (We must 
discount UAE exports since they principally consist of reexports. 
While FRG exports edged out the United States in 1982, that must 
been seen as a temporary setback accounted for by the importation of 


large orders of equipment for the large telephone upgrade project 
awarded to FRG's Siemens). 


Machinery and transport equipment accounted for approximately 

67 percent ($36.7 million) of total 1983 U.S. exports to Oman. The 
leading products in this category included aircraft and parts, power 
generating machinery and equipment, parts for construction and 
mining machinery, passenger cars and trucks and parts, radic 
equipment, generators, refrigeration and air conditioning machinery 
and equipment and parts, and pumps. The other major export 
categories included manufactured goods ($30.6 million), food and 
live animals ($8.9 million), chemicals ($3.8 million), and beverages 
and tobacco ($2.3 million). 


American products have traditionally been strong in the Omani market 
in areas such as oil field equipment, construction equipment, water 
drilling equipment, and telecommunications hardware. Favorable 
opportunities exist for American firms to capture more of the local 
market for building materials, foodstuffs, furnishings, electrical 
power generation/distribution equipment, and automobiles. Potential 
growth areas of interest to U.S. business include data processing 
and computer equipment, solar energy devices, desalination 
equipment, and mining and agricultural machinery. As in the past, 
Omani law requires that all imports for resale be handled by a 
registered Omani agent. 


INVESTMENT: The Omani Government maintains a favorable attitude 
toward foreign investment and encourages foreign capital to enter 
the country, albeit in selected areas. The climate is very good for 
American Business. The United States and Oman maintain close 
relations; the Government of Oman is a stable regime dedicated to 
free enterprise; importantly, the Omani rial is pegged to the dollar 
and has barely fluctuated since the early '70's. There are no 
exchange controls nor restrictions on repatriation of capital. In 
1982 the Ministry of Commerce and Industry announced certain 
changes--designed to benefit Omani interests--in investment rules 
under the Foreign Business and Investment Law (FBIL). Foreign 
investment is no longer permissible in the trade and service 
sectors, which the Government considers to be sufficiently 
developed. In other areas the minimum Omani equity has 

been raised from 35 percent to 75 percent. However, local 





equity can be reduced to 51 percent (permitting a maximum of 49 percent 
foreign ownership) in cases that the Government deems important to national 
development. (Note: This caveat could conceivably apply to most 
enterprises in sectors such as agriculture, fisheries, minerals, 
manufacturing, etc.) Even where foreign capital investment is not 
permitted, licensing and franchising arrangements may be possible. 


In past years U.S. investment in Oman has been concentrated in the oil 
sector (exploration and oil field services). Several American contractors 
and two American architecture/design firms operate in the Sultanate, but 
opportunities for new firms are limited in the already saturated 
construction and engineering market. The Government's new industrialization 
program offers opportunities for potential U.S. investors. Singer Co., for 
example, is involved in a joint venture to establish a car battery assembly 
plant. Other American firms are considering agricultural projects such as 
raising dairy/beef cattle. Commercial fishing and mining are future 
possibilities for foreign investment. As previously discussed, the Omani 
Government provided 19 project feasibility studies to the private sector for 
light industrial projects in 1983. Little American interest was attracted 
to these projects although each was supposed to be profitable in the Omani 
market according to the surveys. One of the projects, a drilling mud 
production unit will go to the American company Halliburton. An American 
steel manufacturer has also submitted a proposal for a semi-integrated steel 
manufacturing plant. 


A U.S.-Omani agreement signed in 1977 authorizes the Overseas Private 
Investment Corporation (CPIC) and the Export-Import Bank (Eximbank) to 


provide investment insurance coverage for American firms operating in Oman. 


PROJECTS: Most major government projects (those exceeding R.0.100,00, or 
$290,000) are now put out to international tender through the Oman Tender 
Board. U.S. firms that are properly qualified--i.e., registered through a 
local agent with the Tender Board and the Ministry of Commerce and 
Industry--are welcome to submit proposals. 


From a U.S. commercial standpoint 1982 and 1983 has been somewhat 
disappointing in that several large projects have gone to foreign 
competitors, particularly British. In 1982 UK firms won contracts for 
construction of the $400 million plus Qaboos University and the $90 million 
Rusail power plant. Siemens of West Germany was also awarded a major 
contract (c. $90 million) for telecommunications expansion in 1982. In 
1983 UK's Wimpey was awarded the [231 million Ghubrah District Hosrital; 
Joannou & Paraskeviades (J&P) of Cyprus got the 4226 million Al Bustan 
Conference Center; Britain's Costain was awarded a $100 million tank 
training center; am Taylor Woodrow, also of the UK, got an $87 million 
award for a new srorts stadium. 


Upcoming major projects also offer good prosrects for U.S. firms. American 
companies have tendered for projects in the Ministry of Petroleum and 
Minerals and Petroleum Development (man: a copper/chromium prospecting 
project, and replacement pipelines, pumping stations, and other oil field 
development projects. 
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Among other projects of interest are a major dam project and a new earth 
satellite station. 


In addition, special opportunities exist for U.S. firms under U.S. 
Government programs in Oman. The U.S. Army Corps of Engineers military 
construction program involves expenditures of about $300 million during FY 
1981-85. All design work is being performed by Stanley Consultants of the 
U.S. Major Corps milcon projects (those exceeding $5 million) are open 
only to U.S. contractors or U.S.-Omani joint ventures. Dillingham 
Construction International, along with Omani partner W.J. Towell, is 
constructing facilities (runways, aprons, storage facilities, warehouses) 
on Masirah Island. The contract is worth almost $100 million. In late 
1982 the Corps awarded a $35.6 million contract for similar work at Seeb 
Airport to a joint venture including Oman Construction Co. and Fischback and 
Moore International of the U.S. together with local partner Abdull« Moosa 
Contracting and Trading Co. (Amcat ). American contractor Perini started 
Cor ps sponsored airport construction work in Thumrait in 1983. On the 
civil,.side, the Omani-American Joint Commission water recharge project was 
recently awarded to joint venturers H.B. Zachary of the United States and 
Consolidated Contractors (CCC) of Lebanon. 


CONSULTANTS AND PROFESSIONALS: A number of Americans are employed in Oman 
as technical or management consultants. The two largest groups are Pan 
American, which helrs manage the airports at Seeb and Salalah, and 
Tetra-Tech , which has advisers in the Ministry of Petroleum and Minerals, 
the Public Authority for Water Resources, the Musandam Development 
Committee, and the new Regional Development Committee. Consultants from 
Arthur D. Little provide advice to the Ministry of Agriculture and 
Fisheries. Through the Omani-American Joint Commission U.S. experts 
provide services in fisheries development. Among other areas offering 
possibilities for consultants are computer software, telecommunications, 
agribusiness, and mining. 


Professional services represent another potential growth area. Several of 
New York's “Fig Eight" accounting firms are already represented in Muscat. 
An American law firm active in Oman for some years has merged with Sidley 
and Austin of Chicago. George Staten and Associates of El Paso established 
the first American architecture and engineering firm with a presence in 
Oman, followed in late 1983 by Architects International of Washington, 

D.C. At least one U.S. brokerage house is considering opening a branch in 
Oman. 


CONCLUSION 


Although American businessmen are relative newcomers to Oman, the climate is 
favorable for the development of stronger U.S.-Omani commercial ties in the 
next few years. Because Oman ‘s oil production is modest by Gulf standards 
and because its economy is still narrowly based, the market has certain 
inherent limitations. Another oil price decline could flatten growth in 
the short term. However, continued government expenditures over $4 billion 
per year and receptive conditions for private enterprise should ensure 
attractive opportunities in trade, investment and services for American 
business for a long time to come. 
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